DEPARTMENT OF THE NAVY
OFFICE OF THE CHIEF OF NAVAL OPERATIONS
WASHINGTON, DC 20350-2000
IN REPLY REFER TO

OPNAVINST 4860.7D

N124
28 Sep 05

OPNAV INSTRUCTION 4860.7D

From: Chief of Naval Operations
Subj: NAVY COMMERCIAL ACTIVITIES PROGRAM

Ref: (a) OMB Circular A-76 of 29 May 03
(b) DOD A-76 Costing Manual

Encl: (1) Navy Commercial Activities Program Manual
1. Purpose

a. To revise previously established policy, procedures, and
responsibilities for use by Navy activities engaged in
commercial activities.

b. To amplify the guidance issued by the Office of
Management and Budget in reference (a) and the Department of
Defense in reference (b). It provides program guidance for the
Navy'’s Commercial Activities Program.

c. To provide guidance and procedures for determining
whether recurring commercial activities will be performed by
agency operations using Navy facilities and civilian employees
or military personnel, or under contracts or agreements with
commercial sources.

d. This instruction is a complete revision and should be
reviewed in its entirety.

2. Cancellation. OPNAVINST 4860.7C.

3. Discussion. This instruction follows the outline of
reference (a), and must be read in conjunction with it. Certain
sections in this document contain brief discussions and
summaries while other sections are absent of any text, to not
repeat what is contained in reference (a).

4. Applicability. This instruction applies to all U.S. Navy
and Naval Reserve organizations that perform commercial
activities.
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a. The Navy’'s Commercial Activities Program is a component
of the Strategic Sourcing Program, including the consolidation,
restructuring or reengineering of activities, privatization
options, make or buy decisions, the adoption of better business
management practices, and the termination of services or
programs. In the context of Navy’'s reinvention efforts, the
A-76 portion is focused on the competition of commercial
activities.

b. Provisions of this instruction apply to all Navy
activities and all competitions conducted under reference (a).
Competitions conducted under the OMB Circular A-76 Revised
Supplemental Handbook, March 1996, will to comply with this
instruction.

c. Implementation of these procedures outside the United
States, its territories and possessions, and the Commonwealth of
Puerto Rico must be adapted to local law and treaties.

d. This instruction does not apply to:

(1) Products or services procured following treaties or
international agreements.

(2) Non-appropriated fund instrumentalities staffed
solely with civilian employees paid by nonappropriated funds.
Procedures contained in this instruction are mandatory for
nonappropriated fund instrumentalities commercial activities
when partially staffed with civilian personnel paid by :
appropriated funds. The nonappropriated fund instrumentalities
activities funded solely with nonappropriated funds may be
included in competitions involving related functions.

(3) The management and conservation of natural and
cultural resources under Department of Defense control,
including planning, implementation, and enforcement functions.

5. Action

a. Each Budget Submitting Office will designate an official
to have overall responsibility for implementation of their
Competitive Sourcing Program, including the commercial
activities program covered by this instruction.
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b. Commanders at all levels will use the procedures of this
instruction to conduct competitions for potential transfer of
work between Navy civilian employees, military personnel, and
the private sector, and will continuously review their
commercial activities functions using the Inherently
Governmental /Commercial Activities inventory as a tool to
identify competitive sourcing opportunities.

6. Reports. This reporting requirement is approved per
SECNAVINST 5214.2B and is implemented to comply with 10 U.S.C.
2463. Report Control Symbol OPNAV 4860-6 has been assigned to
the requirements contained in appendix B.

EWING
Vice Admiral, U.S. Navy

Deputy Chief of Naval Operations
(Manpower, Personnel, Training,
and Education)

Distribution:
Electronic only via navy Directives website at
http://neds.daps.dla.mil/



OPNAVI NST 4860. 7D
N124

COPNAV | NSTRUCTI ON 4860. 7D

From Chief of Naval Operations
Subj:  NAVY COMMVERCI AL ACTI VI TI ES PROGRAM

Ref : (a) OMB Circular A-76 of 29 May 03
(b) DOD A- 76 Costing Manual

Encl: (1) Navy Commercial Activities Program Manual
1. Purpose

a. To revise previously established policy, procedures, and
responsibilities for use by Navy activities engaged in
comercial activities.

b. To anplify the guidance issued by the Ofice of
Managenent and Budget in reference (a) and the Departnent of
Defense in reference (b). It provides program gui dance for the
Navy's Commercial Activities Program

c. To provide guidance and procedures for determning
whet her recurring comrercial activities will be perforned by
agency operations using Navy facilities and civilian enpl oyees
or mlitary personnel, or under contracts or agreenments with
commerci al sources.

d. This instruction is a conplete revision and shoul d be
reviewed in its entirety.

2. Cancel |l ati on. OPNAVI NST 4860. 7C.

3. Discussion. This instruction follows the outline of
reference (a), and nust be read in conjunction with it. Certain
sections in this docunent contain brief discussions and
summaries while other sections are absent of any text, to not
repeat what is contained in reference (a).

4. Applicability. This instruction applies to all U S. Navy
and Naval Reserve organizations that perform commercia
activities.
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a. The Navy’'s Commercial Activities Programis a conponent
of the Strategic Sourcing Program including the consolidation,
restructuring or reengineering of activities, privatization
options, make or buy decisions, the adoption of better business
managenent practices, and the term nation of services or
prograns. In the context of Navy' s reinvention efforts, the
A-76 portion is focused on the conpetition of conmerci al
activities.

b. Provisions of this instruction apply to all Navy
activities and all conpetitions conducted under reference (a).
Conpetitions conducted under the OVB Circular A-76 Revised
Suppl enent al Handbook, March 1996, will to conply with this
i nstruction.

c. Inplenentation of these procedures outside the United
States, its territories and possessions, and the Commonweal t h of
Puerto Rico nust be adapted to local |aw and treaties.

d. This instruction does not apply to:

(1) Products or services procured followng treaties or
i nternational agreenents.

(2) Non-appropriated fund instrunmentalities staffed
solely with civilian enpl oyees paid by nonappropriated funds.
Procedures contained in this instruction are nandatory for
nonappropriated fund instrunentalities commercial activities
when partially staffed with civilian personnel paid by
appropriated funds. The nonappropriated fund instrunentalities
activities funded solely with nonappropriated funds nay be
included in conpetitions involving related functions.

(3) The managenent and conservation of natural and
cul tural resources under Departnent of Defense control,
i ncludi ng planning, inplenmentation, and enforcenment functions.

5. Action

a. Each Budget Submitting Ofice will designate an official
to have overall responsibility for inplenentation of their
Conpetitive Sourcing Program including the conmerci al
activities programcovered by this instruction.
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b. Commanders at all levels will use the procedures of this
instruction to conduct conpetitions for potential transfer of
wor k between Navy civilian enployees, nmlitary personnel, and
the private sector, and will continuously review their
comrercial activities functions using the Inherently
Governnment al / Commerci al Activities inventory as a tool to
identify conpetitive sourcing opportunities.

6. Reports. This reporting requirement is approved per
SECNAVI NST 5214.2B and is inplenmented to conply with 10 U. S. C
2463. Report Control Synbol OPNAV 4860-6 has been assigned to
the requirenments contained in appendi x B.

G L. HOEW NG

Vice Admral, U S. Navy

Deputy Chi ef of Naval Operations
(Manpower, Personnel, Training,
and Educati on)

Di stribution:
El ectronic only via navy Directives website at
http://neds.daps.dla.ml/
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CHAPTER 1
ROLES AND RESPONSI BI LI TI ES

1. Secretary of the Navy. The Ofice of the Secretary of the
Navy will consult with the Chief of Naval Operations on issues
concerning the foll ow ng:

a. The Assistant Secretary of the Navy (Installations and
Environnent) is the Departnent of the Navy desi gnated Conponent
Conpetitive Sourcing Oficial. |In this capacity, this office:

(1) Exercises overall responsibility within the
Departnent of the Navy for commercial activities policies and
exceptions to policy.

(2) Provides direction and oversight to the Conpetitive
Sourcing Acquisition Centers of Excellence Board of Directors.

(3) Represents the Departnent of the Navy on program
i ssues with Congress, the Ofice of the Secretary of Defense,
ot her Services, other Federal agencies, and the Ofice of
Managenment and Budget.

(4) Appoints, in witing, conpetition officials for
standard and streaml ined conpetitions.

(5) Approves tine limt waivers for streamnlined
conpetitions.

(6) Approves the use of governnent-furnished property,
per f ormance bonds, and award fees in a solicitation issued for a
conpetition.

(7) Approves solicitation requirements for any private
sect or performance bonds.

(8) Approves solicitations with award fees in standard
conpetitions.

(9) Approves, in consultation with the contracting
of ficer, amending the solicitation closing date to acconmodat e
t he subm ssion of the agency tender.



OPNAVI NST 4860. 7D

(10) Evaluates the contracting officer’s witten
docunent ati on and proposed courses of action where no
satisfactory comrercial sources are available. Mke
recomrendati ons to the Conpetitive Sourcing Oficial to revise
the solicitations or inplenment the agency tender.

(11) Makes determ nations regarding deficiencies in an
agency tender.

(12) Reviews and concurs on A-76 actions for DOD
Conpetitive Sourcing O ficial approval.

b. The Assistant Secretary of the Navy (Research,
Devel opnent, and Acquisition) chairs the Conpetitive Sourcing
Acqui sition Center of Excellence Board of Directors and provides
acqui sition nmanagenent expertise and oversight for all aspects
of acquisition including acquisition planning, source selection,
contract adm nistration, and quality assurance to support the
Navy’s Conmercial Activities Program

c. The Assistant Secretary of the Navy (Fi nanci al
Managenent and Conptroller):

(1) Provides financial nmanagenment and cost estinmating
expertise and represents Navy on programissues before
Congr essi onal appropriations conmttees.

(2) Verifies integration of all Conpetitive Sourcing
actions into the budget phase of the Navy Pl anning, Progranm ng,
Budgeti ng, and Execution System

d. The Assistant Secretary of the Navy (Manpower and
Reserve Affairs) provides mlitary and civilian personnel and
manpower managenent experti se.

e. The Ceneral Counsel of the Navy/Ofice of the General
Counsel provides |egal expertise for the Comrerci al
Activities program

f. The Chief of Legislative Affairs:

(1) Represents Navy on programissues before Congress.

1-2
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(2) Monitors the devel opnent and passage of |egislation
affecting the programand notifies the Chief of Naval Operations
(N1) about pertinent |egislation.

(3) Notifies Congress of Navy's intent to anal yze
commercial or industrial functions.

(4) Inforns Congress of conpetition(s) progress as
required by statute.

(5) Notifies Congress of conpetitions results.
(6) Liaisons with Congress regarding conpetition(s).

g. The Chief of Information, Navy Departnent represents
Navy on programissues before the news nmedia and the public.

2. Chief of Naval Operations (N1) shall:

a. Act for the Ofice of the Chief of Naval Operations as
Navy’ s Conpetitive Sourcing Executive Program Manager.

b. Monitor the program s progress via the Database of
Strategic Sourcing Initiatives.

c. Coordinate with the Assistant Secretary of the Navy
(I'nstallations and Environnent) on activities requiring
Departnent of the Navy Conponent Conpetitive Sourcing Oficia
(or higher) approval.

d. Identify savings fromconpetition(s) per OVB Circul ar
A-11.

e. Provide overall programmatic direction, oversight, and
policy to the Conpetitive Sourcing Acquisition Centers of
Excel | ence.

f. Programresources to execute Navy's Conpetitive Sourcing
Program

g. Justify in witing the designation of governnent
personnel perform ng inherently governnental activities.

1-3
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h. Approve the results of the Inherently Governnental/
Commercial Activities annual inventory, including assignnment of
Manpower M x Criteria Code “M: “exenpted by nmanagenent
determ nation”.

i. Publish guidance for the policies and procedures of the
commercial activities program

j. Prepare Congressional Notifications and Announcenents of
intent to analyze comercial or industrial functions and
appropriate Congressional Decision notification of intent to
award contracts or inplenment Most Efficient Organizations
affecting nore than 50 full tinme equivalents. This shall be
based on reports submtted via the Database of Strategic
Sourcing Initiatives. These include:

(1) Notifying commands of functions to undergo
prelimnary planning and conpetition.

(2) Approving all conversions of civilian positions
prior to contract award or Mdst Efficient O ganization
i npl enent ati on.

k. Mnitor the overall progress of the program and maintain
conpetition efforts including the review and approval of
schedul es for conpetitions.

| .  Approve the | ead Budget Submtting Ofice responsibility
for conpetitions that cross Budget Submtting Office
organi zation lines and direct appropriate |iaison between these
Budget Submitting O fices.

m Periodically update manpower data tools to assist Budget
Submitting Ofices with identifying candi dates for
conpetition(s) that support mlitary manpower and personnel
requi renments.

n. Evaluate mlitary billets to identify the inpact on
per sonnel and nmanpower considerations (e.g., seal/shore rotation,
hone- basi ng opportunity and career progression, and other
comuni ty managenent issues) and verify that each billet has
fundi ng across the Future Years Defense Program

1-4
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3. Chief of Naval Operations (N093) has the | ead responsibility
for nonitoring conpetitions within Navy's health care prograns
and coordi nating these actions with the Defense Heal th Program

4. Chief of Naval Operations (N8) shall integrate Navy’'s
Commercial Activities programinto Navy' s Pl anning, Progranm ng,
Budgeti ng, and Execution System process.

5. Budget Submitting Ofices shall:

a. |Inplement and manage Navy's Conmercial Activity program
for all subordinate elenments as directed by this instruction.

b. Develop central expertise in functional areas under the
Budget Submtting O fice’ s cognizance, including standard
per f ormance requirenents.

c. Submt all required reports in the Database of Strategic
Sourcing Initiatives.

d. Validate the Performance Wrk Statenent/Statenent of
Wrk to ensure independence fromthe Agency Tender O ficial,
Human Resour ce Advi sor, and nost efficient organization team
val i date that the Performance Wrk Statenent/Statenent of Wrk
reflects fiscally informed performnce standards, and reconmmend
a Performance Wrk Statenent/Statenment of Work Team Leader for
the conpetition.

e. Recommend an Agency Tender O ficial for conpetitions at
activities under their authority.

f. Monitor the schedul e of devel opnent of the agency
tender, nost efficient organization, and agency cost estimte.

g. Ensure that the Agency Tender O ficial appoints a nost
efficient organization team

h. Conduct Inherently Governnental /Comercial Activities
inventory for the activities under their cogni zance as pl anned.

i.  Manage the conpetition for functions under their
cogni zance in coordination with appropriate resource sponsors
and Conpetitive Sourcing Acquisition Center of Excellence to
ensure products and services are obtained in the nost cost

1-5
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efficient manner, per the criteria in this instruction and ot her
applicabl e | aws and regul ati ons.

j. Verify field activities receive adequate oversi ght
during the conpetition process by:

(1) Coordinating the prelimnary planning process to
ensure appropriate business units are designated for
conpetitions and executabl e schedul es are projected.

(2) Providing technical assistance and verifying that
field activity commands neet the reporting requirenments of this
instruction. Collect and enter data as required by this
instruction into the Database of Strategic Sourcing Initiatives.

(3) Verifying Post Conpetition Perfornance Monitoring is
conducted at each activity.

k. Designate the lead clainmant responsibility for
conpetitions that cross Budget Submitting O fice organi zation
lines and direct appropriate |iaison between these offices.

6. Activity Commanders, their equivalent, or designee shall:

a. Acconplish all conpetitive sourcing actions requiring
approval, including new requirenents, expansions, and
governnental function determ nation, per this instruction.

b. Maintain manpower requirenments current with manpower m X
criteria and function codes to facilitate conducting the annual
| nherently Governnental /Cormercial Activities inventory.

c. In coordination with the chain of command, nom nate
functions for conpetition.

d. Support the Performance Wrk Statenent team | eader in
t he devel opment of the Performance Wrk Statenent and desi gnat ed
Agency Tender O ficial for conpetitions of activities under
their authority.

e. Collect and report to the Budget Submtting O fice and

in the Database of Strategic Sourcing Initiatives the
information required by this instruction regardi ng conpetitions.

1-6



OPNAVI NST 4860. 7D

f. Supervise the inplenentation of the nost efficient
organi zati on and achi eve nost efficient organization operation
per the phase-in plan

g. Ensure funds are available for contractual obligations
as a result of a conpetition performance deci sion.

h. Provide a sufficient nunber of qualified personnel to
acconpl i sh performance assessnent/quality assurance.

i. ldentify any requirenents changes and devel op, in
conjunction with the appropriate contracting officer, proposed
nodi fications to the contract or letter of obligation. Provide
t hese changes, including cost estimtes and cost inpact, to the
Budget Submitting O fice and the Conpetitive Sourcing
Acqui sition Center of Excell ence.

7. Conpetitive Sourcing Acquisition Centers of Excellence
Contracting officers will:

a. Serve as an advocate of conpetition and pronote a fair
and inpartial conpetitive environnment for Navy and the private
sector.

b. Coordinate with the Chief of Naval Operations (Nl24) to
ensure a consistent programmati c approach is taken for
efficiency and effectiveness to maxim ze conpetition and
generate the greatest savings, to include:

(1) Recommrendi ng appoi ntment of the contracting officer
and the source selection authority.

(2) Participating in the prelimnary planning phase to
devel op and approve an acqui sition plan.

(3) I'n coordination with the Budget Submtting Ofice,
reconmendi ng groupi ng and scope of functions to maxi m ze
conpetition.

c. Performall contracting officer duties including market

research, Performance Wirk Statement contractibility reviews,
solicitation, and source sel ection.

1-7
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d. Establish tenplates to facilitate standardi zed formats
for the Performance Wrk Statenent and coordinate with the
Budget Submitting O fice and designated activity-level teans in
devel opi ng the Statenent of Work for stream ined conpetitions.

e. Develop and certify the private sector cost for each
stream i ned conpetition, ensure the Strean ined Conpetition Form
is adm nistratively conplete, and designate a representative
(other than the contracting officer responsible for devel opi ng
the cost of private sector performance) to certify the
per f or mance deci si on.

f. Prepare the solicitation for standard conpetitions,
solicit private sector offers, certify the performance deci sion
on the Standard Conpetition Form and ensure the Standard
Conpetition Formis admnistratively conplete.

g. Evaluate the agency cost estinmate and nmai ntai n expertise
in calculating public/private conpetition costs, including the
use of COVWPARE software.

h. Oobtain Chief of Naval Operations (Nl) approval before
award if solicitation results in a decision to convert to
contract.

i. Issue the letter of obligation or contract for standard
and stream i ned conpetitions and rmaintain the conpetition file.

8. Human Resource Advisor shall coordinate with the appropriate
service center to neet the Human Resource Advisor’s
responsibilities of the Crcular.

1-8
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CHAPTER 2
OVB Cl RCULAR ATTACHVENT A — | NVENTORY PROCESS
1. Inventory Requirenents. Budget Submitting Ofices and
activities will conply with the Inherently

Governnment al / Commerci al Activities Inventory Qui dance issued
annual ly by the Departnent of Defense.
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CHAPTER 3
OVB Cl RCULAR ATTACHMENT B - PUBLI G PRI VATE COVPETI TI ON

1. Prelimnary Pl anning

a. Budget Submtting Ofices, in coordination with the
activity commanders and the Conpetitive Sourcing Acquisition
Centers of Excellence, will direct this process. The Chief of
Naval Operations (N1) will provide consultant support. The
period for conpleting prelimnary planning will be based on the
scope and conpl exity of the functions being reviewed. The
result of this process, as described in this instruction, should
be a functional grouping of business units conducive to the
conpl etion of the conpetition(s) within the required peri ods.

b. A prelimnary planning report will be subnmtted in the
Dat abase of Strategic Sourcing Initiatives before the
commencenent of the prelimnary planning period, outlining the
general functions, |ocations, and estimted nunber of positions
to be reviewed for potential conpetition. The respective Budget
Subm tting Ofice will conplete the prelimnary planning report
in the Database of Strategic Sourcing Initiatives. The Chief of
Naval Operations (N1) will prepare a Courtesy Congressional
Notification based on this information. Prelimnary planning
may not begin prior to delivery of the Courtesy Notification to
t he Senate and House Arnmed Services and Appropriations
commttees. The courtesy notification is also provided to
i nterested nenbers of Congress. The Chief of Naval Operations
(N1) will notify Budget Submtting Ofices and the Conpetitive
Sourci ng Acquisition Centers of Excellence once the notification
has been nade. The Chief of Naval Operations (N1) will also
provi de consul tant support for the planning process after
approving this report. The prelimnary planning start date w |l
be the date that funds are obligated for contract support. As a
part of this process, activity commanders will annually identify
to the Assistant Secretary of the Navy (Manpower and Reserve
Affairs) all potential reductions in force that may result from
subsequent conpetitions.

c. Analysis of the business unit may not be conducted
bef ore Congressional notification during the prelimnary
pl anni ng period. The definition of specific performance
requi rements and nost efficient organization staffing are
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exanpl es of the types of analysis that are not to be conducted
bef ore Congressional notification.

d. Any tine limt deviation nust be approved by the
Conpetitive Sourcing Oficial, via the Chief of Naval Operations
(N1) and the Conponent Conpetitive sourcing Oficial, before
publ i ¢ announcenent. Budget Submtting O fices should submt a
witten request for time limt deviation as early in the
prelimnary planning process as possible to allow maxi nrumtine
to process requests.

e. Per reference (a), the follow ng shall be conpleted
prior to public announcenent:

(1) Scope

(a) Activity commanders will recomend commer ci al
functions for conpetition through the chain of command to the
Budget Submitting O fices and the Chief of Naval Operations
(N1). If reconmending mlitary authorizations, an activity or
Budget Submtting O fice nust obtain approval fromthe Chief of
Naval Operations (N12), who will coordinate with mlitary
communi ty managers (Conmander, Navy Personnel Command ( PERS-4)),
and ensure there is appropriate funding to support the function
if performed by civilians (governnment or contractor). The Chief
of Naval Operations (Nl) will verify reconmendations are
consistent with total force manpower managenent.

(b) The types of functions/nunber of positions for
conpetition will be approved at the conpletion of the
prelimnary planning phase. Changes will not be all owed once
the conpetition has been announced w thout first obtaining
approval fromthe Chief of Naval Operations (N1).

(2) Gouping. Every effort should be nade to coordinate
conpetition of common functions as business units at all sites.

(3) Workload Data and Systenms. |In conducting the
functional scope pl anning, assess the availability of workl oad
data, determ ne appropriate work units, and identify
quantifiable outputs of processes and performance standards. As
necessary, establish appropriate data collection systens.

(4) Baseline Costs

3-2



OPNAVI NST 4860. 7D

(a) Baseline costs will be gathered and conputed
usi ng the COVPARE program during the prelimnary planning
period. The individuals involved in prelimnary planning and
the preparation of these costs may not be the sane individuals
that may eventually be included on the Agency Tender/ nost
efficient organization team

(b) Baseline costs will be recorded in the Database
of Strategic Sourcing Initiatives.

(5) Type of Conpetition. (See reference (a).)

(6) Schedule. Budget Submtting Ofices, in
coordination with activity commanders and the Conpetitive
Sourcing Acquisition Center of Excellence, shall devel op
prelimnary conpetition schedules and a plan of action and

m | estones. The plan of action and m |l estones wll be approved
and nonitored by the Budget Submitting Ofice. Wile
conplexity, size, and previous experience will influence

conpetition tine requirenents, activity commanders shoul d
provi de for conpleting conpetitions within the appropriate tine
limts. The Chief of Naval Operations (N1) will obtain tine
limt deviation approval before public announcenent.

(7) Roles and Responsibilities of Participants.
Activity commanders shall ensure appropriate resources are
avail able to support the roles and responsibilities of
conpetition participants. A-76 training for the appropriate
team nmenbers shoul d be planned during this phase so that
trai ning can conmence i medi ately after the conpetition start
dat e.

(8) Conpetition officials will be designated as required
by the Circul ar.

(a) The ATO (See reference (a).)

(b) The contracting officer will be nom nated from
the staff of the Conpetitive Sourcing Acquisition Centers of
Excel |l ence unl ess specific authorization to use a different
contracting office has been received fromthe Conpetitive
Sourci ng Acquisition Centers of Excellence Board of Directors.
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(c) The Performance Wrk Statenent/Statenment of Work
team | eader wll be nom nated by the Budget Submtting Ofice.

(d) The Budget Submtting Ofice will nom nate the
Source Sel ection Authority per the approved acquisition plan.

(9) Incunmbent Service Providers. (See reference (a).)

(10) Acquisition Plan. The Conpetitive Sourcing
Acqui sition Center of Excellence wll coordinate with Budget
Submitting Ofices and activity conmanders to outline the type
of solicitation, source selection process, targeted private
sector providers, and incentives to performance. Prior to the
conpl etion of the Performance Wrk Statenent and Solicitation,
the Conpetitive Sourcing Acquisition Center of Excellence wll
report the length of tinme planned for each perfornmance period in
the Solicitation and the designated phase-in period in
accordance with reference (a) to Chief of Naval Operations (N1),
via N124 and the Assistant Secretary of the Navy (Installation
and Environment).

(11) Announcenent Modul e. Budget Submitting Ofices
wi |l conplete an announcenent nodule in the Database of
Strategic Sourcing Initiatives for each business unit grouped
for conpetition. The Chief of Naval Operations (N1) wl
approve the nodul e, including selected functions and positions
bef ore any requisite Congressi onal Announcenent.

(a) Congressional Announcenent w |l be nmade during
the prelimnary planning period. Budget Submitting Ofices wll
submit this data to the Chief of Naval Operations (Nl1) as soon
as possi bl e.

(b) The Chief of Naval Operations (N1) will notify
t he Budget Submitting Ofices, activities, and the Conpetitive
Sourcing Acquisition Centers of Excellence once Congressional
Announcenent (s) has been nade.

2. Publ i ¢ Announcenents

a. The contracting officer at the Conpetitive Sourcing
Acqui sition Center of Excellence will coordinate with Budget
Submtting O fices and activity conmmanders to nake the requisite
Federal Busi ness Qpportunities announcenent and concurrent | ocal
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| evel public announcenment to begin the conpetition. The fornal
publ i ¢ announcenent, via Federal Business Opportunities, is the
start date of the conpetition for A-76 Circular and statutory
time limt purposes. Each conpetition, according to its
functional classification (single or rmulti), nust reach initial
performance decision by the statutory deadline to prevent a
viol ation of the Annual Departnent of Defense Appropriations
Act. As defined annually within the Act, a single function
initiative is the conpetition of a single conmercial activity
function code at a single geographic location. Al other
initiatives are considered nmulti-function initiatives.

b. For OMB Circular and appropriations tinme limt purposes,
the end date is the date the initial performance decision is
reached.

c. Cancellations nust be approved via the chain of conmand
t hrough the Chief of Naval Operations (N1) in coordination with
hi gher authority.

3. Streanlined Conpetition Procedures

a. Wiile reference (a) permts streamined conpetition
involving 65 or fewer full time equivalents, appropriations |aw
requires Navy activities to fornulate a nost efficient
organi zation and apply the conversion differential for
conversions to contract performance involving nore than 10
civilian enployees. This conversion differential is 10% of the
nost efficient organization's personnel-related costs for
performance of that activity or function by Federal enpl oyees or
$10 mllion.

b. If asolicitation is issued, a solicitation report nust
be submitted in the Database of Strategic Sourcing Initiatives
wi thin 10 working days of the solicitation issue date. If a

solicitation is not issued, activities nust submt a report
within 10 days of the decision not to issue a solicitation and
select “No Solicitation” on the solicitation report.

(1) Stream ined Conpetition Form See reference (a).
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(a) Cost of Agency Performance. The Agency Tender
Oficial will use the COVWPARE application to calculate the
agency cost estimate (lines 1-4, and 6 of the Streamined
Competition Form based upon the requirenents, sign the form
and provide the COWARE file and the signed formto the
Conpetitive Sourcing Acquisition Center of Excellence.

(b) Cost of Private Sector/Public Reinbursable
Performance. (See reference (a).)

(c) Adjusted Cost Estimate. (See reference (a).)
(d) Cost estimate Firewalls. (See reference (a).)
(2) Time Limt

(a) A streamlined conpetition of an activity shal
not exceed 90 cal endar days unless a waiver has been obtai ned
bef ore public announcenent.

(b) If the potential for a conpetition to extend
beyond the tine Iimt becones evident, the Budget Submtting
O fice nmust report a description of problens encountered,
renmedi al actions to be taken, status, and expected conpletion
date to the Chief of Naval Operations (Nl) as soon as possible.

(3) Performance Decision in a Streamined Conpetition.
Stream i ned conpetitions are conplete once certifications are
recorded on the Streanlined Conpetition Form The performance
decision is inplenmented after the requisite notifications and
aut hori zation fromthe Chief of Naval Operations (N1).

(a) Stream ined Conpetition Form Certifications
1. The Agency Tender Oficial will certify the
esti mated agency tender and provide basis for this certification
to the Conpetitive Sourcing Acquisition Center of Excellence.
2. A contracting officer at the Conpetitive
Sourcing Acquisition Center of Excellence will certify the
estimated cost of a private sector offer.

3. Arepresentative of the Conpetitive Sourcing
Acqui sition Center of Excellence (other than the contracting
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of ficer who certified the private sector offer) will certify the
estimated total costs and performance deci sion represented on
the Stream ined Conpetition Form

(b) Streanlined Conpetition Form Review. (See
reference (a).)

(c) Public Announcenent. Before public
announcenent, the follow ng nust be conpl eted:

1. A Tentative Decision Report nust be
submtted in the Database of Strategic Sourcing Initiatives
within 3 working days of the initial performance decision. For
conpetitions involving nore than 50 full tinme equival ents,
activities nust conplete the econom c inpact portion of the
report and should consider that in the case of a contract

deci sion, contract enployees will often continue to performthe
converted function in the same geographic area. The economnc
i npact upon the geographic area will usually be mnimal . |If

activities cannot cal cul ate precise nunbers for this portion of
the report, they should submt an estinate.

2. A Final Decision Report will be submtted in
t he Dat abase of Strategic Sourcing Initiatives within 3 working
days of the final performance determ nation. The Chief of Naval
Operations (N1) will prepare the necessary Congressi onal
Deci sion Notification.

3. The Chief of Naval Operations (N1) wll
coordi nate delivery of the Congressional Decision Notification
and notify the Conpetitive Sourcing Acquisition Center of
Excel | ence and Budget Submtting Ofice to proceed with the
performance deci sion. Budget Submtting Ofices may not
i npl enent the Most Efficient Organization or convert to
contractor performance until the Congressional Decision
Notification has been delivered to requisite nenbers of
Congr ess.

4. The Conpetitive Sourcing Acquisition Center
of Excel |l ence, Budget Submtting Ofice, and activity conmanders
wi Il coordinate to nake the Federal Business Qpportunities
announcenent and | ocal performance deci si on announcenents.
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(d) Inplementing the Stream i ned Performance
Deci si on

1. Private Sector or Public Reinbursable
Performance Decision. The Chief of Naval Operations (NL) will
aut hori ze contract award in the event of the sealed bid
solicitation or coomencenent of contract performance of a
negoti ated solicitation by return response after issuing all the
appropri ate Congressional Decision Notifications. Activities
nmust receive perm ssion fromthe Chief of Naval Operations (Nl)
to proceed with contract decisions in any conpetition,
regardl ess of the conpetition size.

2. Agency Performance Decision. The activity
may proceed with inplenentation after notified by their Budget
Submtting Ofice that the Chief of Naval Operations (Nl) has
approved the final decision report and delivered any required
Congressional Decision Notifications. |If a solicitation was
i ssued, the solicitation may only be cancelled after the final
per f ormance deci si on date.

4. Standard Conpetition Procedures

a. Time Limt. |If the potential for a conpetition to
extend beyond the reference (a) policy tinme limts becones
evi dent, Budget Submtting Ofices nust report a description of
probl enms encountered, renedial actions to be taken, status, and
expected conpletion date to the Chief of Naval Operations (N1)
as soon as possi bl e.

b. Team Designations. (See reference (a).)
c. The Solicitation and Quality Assurance Surveillance Pl an
(1) A Solicitation Report nust be submitted in the

Dat abase of Strategic Sourcing Initiatives within 10 working
days of the date of solicitation issuance.

(2) Quality Assurance Surveillance Pl an

(a) Departnent of Defense guidance for performance
based services acquisition identifies the “perfornmance
assessnent plan” as the Quality Assurance Surveill ance Pl an.
These terns are used interchangeably.
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(b) The Quality Assurance Surveillance Pl an
descri bes nmethods of inspection, performance netrics, required
reports, and the needed resources, including estimted work
hours, to verify quality. It is inplenmented once the phase-in
pl an has been executed and nust be applied to nmeasure the
performance of the Service Provider against the Performnce Wrk
Statenment requirenents

(3) Conpetition File. (See reference (a).)

(4) The Agency Tender, Private Sector O fers, and Public
Rei mbur sabl e Tenders. (See reference (a).)

(a) Agency Tender

1. Developing the Agency Tender. The Agency
Tender O ficial will fornulate a nost efficient organization to
acconplish the workload outlined in the Performance Wrk
St at enment .

a. Mst Efficient Organization. The nost
effici ent organi zation nust address each performance requirenent
fromthe Performance Wrk Statenent, and correlate the full tine
equi val ents required to acconplish the wor k| oad.

b. The Agency Cost Estinmate. The Agency
Tender Oficial will use the COVMPARE application to cal cul ate
the agency cost estimate (lines 1-6 of the Standard Conpetition
Form based upon the requirenents and sign the form

1o

Quality Control Plan. (See reference
(a).)

d. Phase-in Plan. (See reference (a).)

2. Subm ssion of the Agency Tender. The
certified agency cost estimate subnitted to the Conpetitive
Sourci ng Acquisition Center of Excellence nust include the
signed Standard Conpetition Formand the supporting COVPARE
file.

3. Changes to the Agency Tender. (See
reference (a).)
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4. Procurenent Sensitivity. (See reference

(a).)
(b) Private Sector Ofers. (See reference (a).)

(c) Public Reinbursable Tenders. (See reference

(a).)

(d) No Satisfactory Private Sector or Public
Rei mbur sabl e Source. (See reference (a).)

1. Determine Reasons. |If a solicitation does
not result in any bids/offers, the Conpetitive Sourcing
Acqui sition Center of Excellence will consult with and make
reconmendations to the Chief of Naval Operations (Nl) concerning
a review of the solicitation, and draft a proposed course of
action for the Conponent Conpetitive Sourcing Oficial.

2. Required Action. Activities nust submt a
new Solicitation Report within 10 days of the Solicitation |Issue
dat e.

(5) The Source Sel ection Process and Performance
Decision. (See reference (a).)

(a) Sealed Bid Acquisition. (See reference (a).)
(b) Negotiated Acquisition. (See reference (a).)

1. Lowest Price Technically Acceptable Source
Sel ection. (See reference (a).)

2. Phased Eval uation Source Sel ection. (See
reference (a).)

(c) Special Considerations

1. Evaluation of Private Sector O fers, Public
Rei mbur sabl e Tenders, and Agency Tender.

2. Exchanges with Private Sector, Public
Rei mbur sabl e, and Agency Sources.
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3. Deficiencies in an Ofer or Tender. Except
as otherwise permtted by |aw, the Conpetitive Sourcing
Acqui sition Center of Excellence will not exclude the Agency
Tender fromthe conpetition.

4. Price Analysis and Cost Realismof Private
Sector Cost Proposals, Public Reinbursable Cost Estimtes and
Agency Cost Estinmates. (See reference (a).)

(6) Performance Decision in a Standard Conpetition.
(a) Certification.

(b) End Date. Performance decisions for standard
conpetitions are signified by the initial conpletion of Standard
Competition Formcertifications. The perfornance decision is
i npl emented after the requisite notifications are delivered and
aut hori zation provided by the Chief of Naval Operations (N1).

1. A Tentative Decision Report nust be
submtted in the Database of Strategic Sourcing Initiatives
within 3 working days of the initial performance decision. For
conpetitions involving nore than 50 full tinme equival ents,
activities nmust conplete the econonic inpact portion of the
report and should consider that, in the case of a contract
deci sion, contract enployees will often continue to performthe
converted function in the same geographic area. The econom c
i npact upon the geographic area will usually be mnimal. |If
activities cannot cal cul ate precise nunbers for this portion of
the report, they should submt an estimte.

2. A Final Decision Report nust be submtted in
t he Database of Strategic Sourcing Initiatives follow ng the
resol ution of any conpetition process contests within 3 working
days of the final perfornmance decision. The Chief of Naval
Operations (N1) will prepare the necessary Congressi onal
notifications.

3. The Chief of Naval Operations (N1) will
coordi nate delivery of the Congressional Decision Notification
and notify the Conpetitive Sourcing Acquisition Center of
Excel | ence and Budget Submitting O fices to proceed with the
performance deci sion. Budget Submtting Ofices nay not
i npl ement the Most Efficient Organization or convert to
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contractor performance until notified that the Congressional
Deci sion Notification has been delivered to requisite nenbers of
Congr ess.

(c) Public Announcenent of the Perfornmance Deci sion.
The Conpetitive Sourcing Acquisition Center of Excellence and
Budget Submitting O fice will coordinate to nmake the Federa
Busi ness Opportunities announcenent and | ocal perfornmance
deci si on announcenents after the Chief of Naval Operations (Nl)
approval of the final performance decision report in the
Dat abase of Strategic Sourcing Initiatives.

(d) Debriefing. Activity commanders will coordinate
wi th Budget Submtting O fices and the Conpetitive Sourcing
Acqui sition Center of Excellence to offer a joint debriefing for
directly affected enpl oyees (and their representatives).

(e) Release of the Certified Standard Conpetition
Form and Tenders (see reference (a)).

(f) I'nplementing a Performance Decision. Activities
will conply with SECNAVI NST 12351. 5F

1. Private Sector Provider. The Conpetitive
Sourcing Acqui sition Center of Excellence nust receive
aut hori zation fromthe Chief of Naval Operations (Nl) before
proceeding with a contract award in any conpetition, regardless
of the size.

2. Public Reinbursable Provider. The
Conpetitive Sourcing Acquisition Center of Excellence nust
receive authorization fromthe Chief of Naval Operations (N1)
before proceeding with public reinbursable decisions in any
conpetition, regardless of the size.

3. Agency Provider. The Conpetitive Sourcing
Acqui sition Center of Excellence shall establish a nost
efficient organization letter of obligation with the activity
commander or appropriate official. The activity may proceed
with nost efficient organization inplenentation follow ng Budget
Submitting Ofice notification of Chief of Naval Operations (N1)
approval of the Final Decision Report in the Database of
Strategic Sourcing Initiatives. The solicitation may only be
cancelled after the final performance decision date.
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5. Post Conpetition Accountability for Stream i ned and Standard
Conpetitions

a. Best Practices and Lessons Learned. The Conpetitive
Sourci ng Acquisition Centers of Excellence will coordinate with
Budget Submtting O fices and submt best practices and | essons
| earned quarterly to the Chief of Naval Operations (N1).

b. Execution Tracking of Stream ined and Standard
Conpetitions is handl ed t hrough the Database of Strategic
Sourcing Initiatives.

c. The Conpetitive Sourcing Quarterly Report is submtted
fromdata contained in the Database of Strategic Sourcing
Initiatives by NLI.

d. Monitoring Performance

(1) Budget Submitting Ofices will docunent and approve
changes to the requirenents of the Performance Wrk Statenent
necessary to nmeet an increase or decrease in m ssion, tasking,
or funding. Docunentation of changes to the Performance Wrk
St at enent / St at enent of Wbrk nust be submitted to the Database of
Strategic Sourcing Initiatives.

(2) The Conpetitive Sourcing Acquisition Center of
Excel |l ence or del egated authority, in coordination with the
Budget Submtting Ofices, will admnister the contract or
Letter of Qoligation, including any nodifications that account
for changes in mssion or service |evels consistent with budgets
approved by the resource sponsor.

(3) Activity commanders will align their organizations
and address any changes to the nost efficient organization that
nmust be nmade as a result of Performance Wrk Statenent
nodi fications. These changes should be made in conpliance wth
the requirenents of OPNAVI NST 1000. 16J.

(4) Budget Submitting Ofices will docunment action taken
subsequent to perfornmance decision, and will:

(a) Submit a Conversion Report in the Database of
Strategic Sourcing Initiatives when the performnce deci sion

3-13



OPNAVI NST 4860. 7D

result is contract award, not |later than 30 working days after
contract start date.

(b) Submit a Most Efficient Organization
| npl ement ati on Report in the Database of Strategic Sourcing
Initiatives when the conpetition results in an agency
performance deci sion, not |later than 180 worki ng days after
continued agency performance is authorized.

(c) Budget Submitting Ofices nust review all Most
Efficient Organizations within 90 cal endar days of the end of
each performance period as prescribed in the Post |nplenmentation
Revi ew Cui de posted to the OPNAV Strategic Sourcing website:
http://strategi csourcing.navy.ml. Upon conpletion of the Post
| mpl enent ati on review, Budget Submtting Ofices shall submt
the conpl eted Review Guide in the Database of Strategic Sourcing
Initiatives.

(d) Submit an Annual Update Report in the Database
of Strategic Sourcing Initiatives, within 30 cal endar days after
the conpl etion of each period of perfornmance.

(5) Option Years of Performance and Fol | ow- on
Conpetition

(a) Option Years of Performance. (See reference

(a).)
(b) Follow-on Conpetition. (See reference (a).)

(6) Termnations. Activities will informthe
appropriate contracting officer and Budget Submtting O fices of
poor performance discovered during performance nonitoring. The
contracting officer will coordinate notifications to the service
provi der of poor performance with the Chief of Naval Operations
(N1). If a private sector service provider neets the criteria
for termnation for default, the contracting officer shall
coordinate this action with the Chief of Naval Operations (N1).
If the contracting officer recomends to the Chief of Naval
Operations (N1) to term nate the Agency Letter of Cbligation,

t he Conponent Conpetitive Sourcing Oficial nust approve this
action, and the Conpetitive Sourcing Acquisition Center of
Excellence will coordinate with the Chief of Naval Qperations
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(N1) to immediately begin a stream ined or standard conpetition
process.

6. Contests
a. Standard Conpetitions

(1) Budget Submtting Ofice will submt a
Contest/Protest Notification Report in the Database of Strategic
Sourcing Initiatives within 3 working days of the receipt of a
contest. This report includes the contest/protest action
di sputed and the contest/protest source. A separate report nust
be filed for each contest/protest received.

(2) Wthin 3 working days of resolution of the contest,
t he Budget Submitting Ofice will submt a Contest/Protest
Resol ution Report in the Database of Strategic Sourcing
Initiatives. A separate resolution report nust be filed for
each contest resolution corresponding to the appropriate
notification report.

b. Stream ined Conpetitions. (See reference (a).)
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CHAPTER 4
OMB Cl RCULAR ATTACHVENT C
CALCULATI NG PUBLI C- PRI VATE COWPETI TI ON COSTS

1. Overview

a. Public-Private Conpetition Costs. This guidance serves
as the Navy supplenment to the OVMB GCrcular A 76 (2003) and the
Depart ment of Defense A-76 Costing Manual |nterim Guidance.
Address requests for deviation fromthe follow ng anmplifying
Navy requirenents to the Chief of Naval Operations (Nl) via the
chain of command. Requests should clearly indicate the special
circunstances that require the change. The Navy cannot grant
wai vers or deviations fromindividual portions of the Ofice of
Managenment and Budget Circul ar A-76 gui dance, Departnent of
Def ense gui dance (unl ess such authority is specified), or from
the legal requirenents listed in appendix C entitled Principal
Statutes Governing Commercial Activities.

b. Conpare. (See reference (a).)

2. Cost of Agency Performance (Standard Conpetition

Form Stream i ned Conpetition Formlines 1-6) and Cost of Public
Rei mbur sabl e Performance (Standard Conpetition Forni Streaniined
Conmpetition Formlines la — 6a).

a. Scope. (See reference (a).)
b. Personnel Costs (line 1/1a).
(1) Labor Costs

(a) Mlitary personnel are permitted in the agency
cost estimate for standard or streamined conpetitions if the
Agency Tender O ficial can coordinate a plan to utilize these
billets in either possible outconme of the conpetition. Costs
nmust be cal culated using the full mlitary conposite rates
provi ded by the Departnment of Defense Conptroller.

(b) Civilian personnel nay be assigned to repl ace
mlitary personnel when devel oping the nost efficient
organi zation. Civilian grade |evel requirenents should be based
on civilian grade standards and the nature of the work to be
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performed and not on any civilian-to-mlitary grade
rel ati onshi p.

(c) Costs for Nonappropriated Fund enpl oyees nust
i nclude the followi ng fringe benefit factors when conputing
Nonappropri ated Fund | abor:

FRI NGE BENEFI T FULL TI ME | PART TI ME FLEXI BLE
Ret i renent 7. 65 7. 65 7. 65
| nsurance/ Health [ 8.7 6.2 0.0
M scel | aneous* 3.5 5.1 6.5

*Thi s includes workman's conpensati on, bonuses/awards, and
unenpl oyment prograns.

1. Wen estimating full tinme equival ents,
Nonappropri ated Fund fl exi bl e enpl oyees use the same assunptions
as intermttent civil servants.

2. For Nonappropriated Fund enpl oyees,

sal aries, excluding benefits, for the Agency Tender will reflect
the actual salary that will be paid to the enployee filling a
position listed in the nost efficient organization. The salary
conputation for vacant Nonappropriated Fund positions or newy
created positions will be an average of the salaries currently
paid to all Nonappropriated Fund enpl oyees in the same series
and pay band at the activity.

(2) Prorated Labor. (See reference (a).)

(3) Adm nistration and I nspection Costs for a Mst
Efficient Organization Letter of Obligation.

(4) Full Tinme Equivalents. (See reference (a).)

(5) Gvilian Position Pay and Wages. (See reference

(a).)

(6) Guvilian Position Fringe Benefits and Feder al
I nsurance Contribution Act. (See reference (a).)

(7) OGher Gvilian Pay. (See reference (a).)



OPNAVI NST 4860. 7D

(8 Oher Guvilian Pay Entitlenents. (See reference

(a).)

(9) Non-Foreign Area Civilian Enpl oyee Cost-Of-Living
Al |l owance. (See reference (a).)

(10) Adm nistration and Surveillance Cost for Most
Efficient Organization Subcontracts. (See reference (a).)

(11) Labor Escalation. (See reference (a).)
(12) Labor Inflation Cost Factors. (See reference (a).)
(13) Unifornmed Services Labor. (See reference (a).)

c. Mterial and Supply Costs (Standard Conpetition
Fornml Stream i ned Conpetition Formline 2/2a). (See reference

(a).)

d. Oher Specifically Attributable Costs (Standard
Conpetition Form Stream i ned Conpetition Form 3/3a). (See
reference (a).)

e. Overhead (Standard Conpetition Form Streamined
Conmpetition Formline 4/4a). (See reference (a).)

f. Additional Costs (Standard Conpetition Formline 5/5a).
(See reference (a).)

g. Total Cost of Agency Performance (Standard Conpetition
Form Stream i ned Conpetition Formline6/6a). (See reference

(a).)

3. Adjusted Cost of Private Sector or Public Rei nbursabl e
Per f ormance (Standard Conpetition Fornl Streanlined Conpetition
Formlines 7 — 13).

a. Contract Price or Public Reinbursable Cost Estimate (line
7). (See reference (a).)

b. Contract Administration Costs (line 8). (See reference

(a).)

c. Additional Costs (line 9). (See reference (a).)
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d. One-Tine Conversion (line 10). (See reference (a).)
e. @Gin on Assets (line 11). (See reference (a).)

f. Federal Income Tax Adjustment (line 12). (See reference

(a).)

g. Total Adjusted Cost of Private Sector or Public
Rei nbur sabl e Performance (line 13). (See reference (a).)

4. Conversion Differential (line 14). (See reference (a).)

5. Adjusted Total Cost of Agency Perfornmance (line 15). (See
reference (a).)

6. Adjusted Total Cost of Private Sector or Public Rei nbursabl e
Performance (line 16). (See reference (a).)

7. The Cost Difference (line 17). (See reference (a).)

8. Low-Cost Provider (line 18). (See reference (a).)
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APPENDI X A
DEFI NI TI ONS

Acqui sition Plan - Addresses the technical, business,
managenent, and ot her significant considerations that wll
control all acquisitions.

Competitive Sourcing Acquisition Centers of Excellence -
Responsi bl e for providing the acquisition functions associ at ed
with A 76 conpetitions.

Congr essi onal Announcenent — Witten notification to interested
menbers of Congress regardi ng the beginning of an A-76 public-
private conpetition per 10 U. S. C. 2461.

Congr essi onal Decision Notification — Witten notification to
i nterested nenbers of Congress regardi ng the performance
decision as a result of an A-76 public-private conpetition per
10 U.S.C. 2461

Courtesy Congressional Notification — Witten notification to
i nterested nenbers of Congress regarding prelimnary planning
actions.

Dat abase of Strategic Sourcing Initiatives- The autonmated system
used to track, collect, and naintain data for standard and
streanl i ned conpetitions. This systemis required for
conpliance with 10 U S. C. 2463, Executive Order 12615,
Performance of Commercial Activities, OMB Crcular A 76, and

DODI 4100. 33 of 9 Septenber 1985.

Econom ¢ I npact Statenent - A list of econom c inpact indicators
to the community resulting fromconpetition, reported in the

Dat abase of Strategic Sourcing Initiatives. |If nore than 50
enpl oyees of all categories (mlitary, civilian, pernmanent,
tenporary, etc.) are affected by conversion, activities wll
assess the econom c inmpact on the local comunity and the
Federal CGovernnent. Activities nust address econoni c inpact
after contract costs are known. Activities will address the
followng itens in the econom c inpact statenent (10 U. S. C
2461):

- Total population of the affected community.
- Change in business volune of the affected comunity.
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- Change in total personal income of the affected conmunity.
- Change in total enploynent of the affected community.
- Inpact on tax base of the affected comunity.

Negoti ated Acquisition - A type of acquisition strategy where
contractors submt offers in response to a request for
proposal s, per the Federal Acquisition Regulation, part 15.

Nonappropriated Fund Instrunmentality - An integral Departnent of
Def ense organi zational entity that perforns governnent

functions. It acts in its own name to provide or assist

Depart ment of Defense Conponents in providing norale, welfare,
and recreational prograns for mlitary personnel and authorized
civilians. It is established and maintained individually or
jointly by the heads of the Departnent of Defense conponents.

As a fiscal entity, it maintains custody of and control over its
nonappropriated funds. It is also responsible for the
reasonabl e care to adm ni ster, prudently safeguard, preserve,
and mai ntain those appropriated fund resources nade available to
carry out its function. Wth its nonappropriated funds, it
contributes to the norale, welfare, and recreational prograns of
ot her authorized organi zational entities. It is not

i ncorporated under the |aw of any State or the District of
Columbia, and it enjoys the |legal status of an instrunentality
of the United States.

Preferential Procurenent Program - These are special comrercia
source prograns such as the workshops adm ni stered by the
Conmittee for Purchase fromthe Blind and O her Severely

Handi capped under the Javits-Wagner-O Day Act.

Procurenent Integrity Act - The Procurenent Integrity Act (41

U S.C. 423) generally establishes prohibitions, restrictions,
and requirenments relative to disclosing or obtaining procurenent
i nformation, reporting enploynent contacts, and post-governnent
enpl oynent .

Proposal - An offer submtted in response to a negoti ated
procur enent .

Ri ght of First Refusal - The right provided to civilian

enpl oyees, including termenpl oyees, permanent Nonappropri ated
Funds enpl oyees and term Nonappropri ated Funds enpl oyees
adversely affected by a standard or streamined conpetition. A
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term enpl oyee may be adversely affected if the termof the
enpl oyee’ s appoi ntnent in the Federal service would extend
beyond a conversion. The "Right of First Refusal"” clause is
contained in the Federal Acquisition Regul ation, 52.207-3.
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APPENDI X B
DATABASE OF STRATEQ C SOURCI NG | NI TI ATI VES
REPORTI NG REQUI REMENTS

1. Public Law, OVMB Circular A-76, and Departnent of Defense
regul ations require various reports relating to conpetition
actions. Budget Submtting O fces are responsible to verify
data as submitted by activities involved in Conpetition actions
via the Navy Database of Strategic Sourcing Initiatives database
(http://dossi.navy.ml) as detailed in this instruction.
Approval and verification of all submtted reports occurs on a
tiered basis in the system Budget Submtting Ofices nust
review and approve all reports before final Chief of Naval
Operations (N1) approval. Al reports are required for each
public-private conpetition. The Chief of Naval Operations (N1)
manages this data and uses it to communi cate required A-76
programinformation to Congress and other interested parties.
Detailed information required for the reports listed in this
instruction can be found in the Database of Strategic Sourcing
Initiatives database.

2. Budget Submitting Ofices will coordinate with the
Competitive Sourcing Acquisition Center of Excellence as
necessary to subnit the reports. Reporting responsibility may
be del egated by the Budget Submtting O fice when applicable.

3. Summary of Activity Reports Required for Standard and
Stream i ned Conpetitions
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REPORT

REQUI RED

I NFORVATI ON REQUI RED

REPORTI NG RESPONSI BI LI TY

Prelim nary Pl anning
Report

Bef ore comencenent of
prelimnary planning
peri od

-Planning start/end date
-Functions to be reviewed
-Location(s) under review
(St at e/ Congr essi ona
District)

-Esti mat ed nunber of

posi tions under review

Budget Submitting Ofice

Announcenent Mbdul e

Bef ore Congressi onal
notification and
conpetition start date

-Conpetition start/end

dat e(s)

- Scope, grouping of
initiatives

- Functions, locations
( St at e/ Congr essi ona
District)

-Full time equivalents

Budget Subnmitting Ofice

Schedul e and Poi nt of
Cont act Report

Bef ore conpetition start

- Conpetition schedule and
officials

**Any schedul e revisions

may be submitted via this

Budget Submitting Ofice
wi th Conpetitive Sourcing
Acqui sition Center of
Excel | ence coordi nation

report
Solicitation Report 10 worki ng days after - Performance Work Budget Submitting Ofice
i ssuance of solicitation St at enent with Conpetitive Sourcing

start/conpl eti on date

- Agency Tender
start/conpl ete date
-Solicitation issue date
-Solicitation type, kind

Acqui sition Center of
Excel | ence coordi nati on

Cont est/ Pr ot est
Notification Report

No |later than 3 working
days after receipt of
cont est/ pr ot est

- Cont est/ prot est source
-Contest/protest action
di sput ed

- Received date

Budget Subnmitting Ofice
wi th Conpetitive Sourcing
Acqui sition Center of
Excel | ence coordi nation

Cont est/ Pr ot est
Resol uti on Report

No [ ater than 3 working
days after resolution of
cont est/ prot est

- Resol ution
-Resol ution date

Budget Submitting O fice
with Conpetitive Sourcing
Acqui sition Center of
Excel | ence coordination

Tentative Decision Report

No |later than 3 working

-lnitial perfornmance

Budget Subnmitting Ofice
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REPORT REQUI RED | NFORMATI ON REQUI RED REPORTI NG RESPONSI BI LI TY
days after initial deci si on date wi th assistance fromthe
per f ormance deci si on -Initial decision Human Resources Advi sor

- Econom ¢ i npact
- Sel ected provider
details
Fi nal Deci sion Report No |later than 3 working -Final performance Budget Submitting Office

days after all contests

are resol ved

deci si on date
-Final performance
deci si on

- Econom ¢ i npact

- Sel ected provider
details

with assistance fromthe
Human Resources Advi sor

Conver si on Report

No |l ater than 30 days
after authorization to
perform by contract

-Decision information
-Service provider

i nformation

- Economi ¢ i npact

- Empl oyee actions

Budget Submitting Ofice

Most Efficient
Or gani zati on
| mpl emrent ati on Report

Upon nost efficient
organi zati on

i mpl enentati on but no

| ater than 180 days after
aut hori zati on of

conti nued agency

per f ormance

-Decision information
- Service provider

i nformation

- Econom ¢ i nmpact

- Enmpl oyee actions

Budget Subnmitting Ofice
**Activities may submit

Annual Update Report

Annual ly, within 30

cal endar days of the end
of each performance

peri od

- Service provider
execution information
(i.e., perfornance period
cost, nost efficient
organi zati on staffing,
post i npl enmentation

updat es)

Budget Subnmitting Ofice
**Activities may submit
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APPENDI X C
PRI NCI PAL STATUTES GOVERNI NG COMVERCI AL ACTI VI TI ES

Budget Submitting O fices and activities should first consult
with their Ofice of General Counsel on any questions concerning
the statutes governing comercial activities. The Navy
Strategic Sourcing Program O fice will issue advisories
regardi ng any changes to statutes.

1. 10 U S C (selected sections).

a. Section 2461. Commercial or industrial type functions:
requi red studies and reports before conversion to contractor
per f or mance.

(1) This section requires Congressional notification and
anal ysis before changing a comercial or industrial function
performed by nore than 50 Departnent of Defense civilian
enpl oyees to private sector perfornance.

(a) The notification nust be nade before commencing
t he anal ysis.

(b) Required content of the notice includes
identification of the functions, |ocations, nunber of
potentially affected civilian enpl oyees, anticipated | ength and
cost of the analysis, and budgetary line itemfor the funds.

(c) Acertification is required that the proposed
analysis is not the result of predeterm ned constraints or
limtations on civilian enployees in ternms of nan years, end
strengths, full tinme equivalents, or the maxi mum nunber of
enpl oyees.

(2) The analysis is required to include estimted costs
of performance by the private sector and Departnent of Defense
civilian enpl oyees that denonstrate cost savings to the
Governnment over the life of the contract to change performance.

(a) To change performance, the analysis must al so
i ncl ude the econom c affect on enpl oyees and | ocal conmmunity as
well as the effect on mlitary m ssion.
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(b) The analysis nust be avail able for exam nation
and a change to contract performance cannot begin until a report
of the result of the analysis has been submtted to Congress.

(3) Areport must be submtted to Congress providing the
results of the analysis whether the performance decision is to
obtain the function by agency or private sector performnce.

(4) The analysis requirenents of this statute are wai ved
for contracts with qualified entities under the Javits-\Wgner -
O Day Act.

(5) The Departnment of Defense is required to subnit an
annual report of the extent of performance of commercial and
i ndustrial type function by Department of Defense civilian
enpl oyees and by private contractors.

b. Section 246l1a. Devel opnent of systemfor nonitoring
cost savings resulting fromworkforce reductions. Establishes
nmoni toring and annual reporting requirenents for the results of
A-76 conpetitions, including costs and savi ngs.

c. Section 2462. Contracting for certain supplies and
services required when cost is lower. Except as otherw se
provided by law, requires the Departnent of Defense to procure
supplies or services fromthe private sector when such are
avai l abl e at | ower cost than that which the Departnent of
Def ense can itself provide. Wen conducting a cost comnparison
to determ ne whether to contract for performance of a function,
requires the Secretary of Defense to ensure costs considered are
fair and reasonable and reflect all costs such as quality
assurance, technical nonitoring, liability insurance, enployee
retirement and disability benefits and all other overhead costs.

d. Section 2463. Collection and retention of cost
informati on data on converted services and functions. Requires
the collection and retention of cost information with respect to
converting the performance of a service or function to
contractor performance for the termof the contract (not to
exceed 5 years) and for conversion fromcontractor to in-house
performance for 5 years.

e. Section 2464. Core logistics capabilities. Requires
t he mai ntenance of a “core logistics capability” that is

C2
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gover niment - owned and governnent-operated to repair and nmaintain
weapons systens. These governnent-owned and gover nnent - oper at ed
facilities nust be assigned sufficient workloads to maintain
their capability and to ensure cost efficiency and technica
conpetence in peacetine while preserving surge capacity and
reconstitution capability. Wrkload needed to maintain a core
| ogi stics capability may not be contracted out under A 76. The
Secretary of Defense may waive this restriction upon a finding
that the workload is no | onger required for national defense
under criteria established in a regulation prescribed by the
Secretary of Defense. Such a waiver nust be provided to
Congress with a 30-1egislative day waiting peri od.

f. Section 2465. Prohibition on contracts for performance
of firefighting or security-guard functions. This statute
generally prohibits entering into a contract for the performance
of firefighting or security-guard functions at a mlitary
installation or facility. Exceptions apply outside the United
States, at Governnent- Omed, Contractor Operated installations,
where a contract was in place before 24 Septenber 1983, and for
firefighting functions for periods of 1 year or less, that in
t he absence of the contract, would have to be performed by
menbers of the armed forces who are not avail able by reason of a
depl oynent.

g. Section 2467. Cost conparisons: inclusion of
retirement costs; consultation with enpl oyees; waiver of
conparison. Requires the inclusion of retirenent costs in A-76
cost conparisons. Requires at |east nonthly consultation with
enpl oyees (or representatives) and consideration of their views
i n devel opi ng Performance Wrk Statenent and managenent study
efforts. Requires Congressional notification of a waiver of A
76 cost conparison in a decision to convert to contract
per f or mance.

h. Section 2469. Contracts to perform workl oads previously
perfornmed by depot-level activities of the Departnment of
Def ense: requirenent of conpetition. A-76 does not apply to
public-private conpetitions to change performance of depot |evel
wor kl oad of $3 million that is being performed by a Departnent
of Defense depot activity.

2. 16 U.S.C. 670a, Conservation/ Cooperative Plan for Wldlife
Conservation and Rehabilitation. Wth regard to the

C-3



OPNAVI NST 4860. 7D

i npl enent ati on and enforcenent of cooperative plans agreed to
under subsection (a) of this section.

a. Neither the OMB Circular A 76 nor any successor circular
thereto applies to the procurenent of services that are
necessary for that inplenentation and enforcenent.

b. Priority shall be given to entering into contracts for
t he procurenent of such inplenentation and enforcenment services
with Federal and State agencies having responsibility for the
conservation or managenment of fish or wildlife. This statute is
i mpl enented through DODI 4715.3 of 3 May 1996.

3. Annually, the Defense Appropriations Act contains a

provi sion that prohibits spending any funds to convert to
contractor performance any function of nore than 10 civilian
enpl oyees without a public-private conpetition that includes a
nost efficient and cost effective organization plan devel oped by
such activity or function; and Conpetitive Sourcing Oficial
determ nation that the cost of performance of the activity would
be | ess costly to the Departnent of Defense by 10 percent of the
nost efficient organization' s personnel related cost or $10
mllion. A second general provision prohibits spending funds
for studies that exceed 24 nonths for single function
initiatives and 30 nonths for nmulti-function initiatives.

Secti on 8014

(a) LI M TATI ON ON CONVERSI ON TO CONTRACTOR PERFORMANCE -
None of the funds appropriated by this Act shall be available to
convert to contractor performance an activity or function of the
Department of Defense that, on or after the date of the
enactnent of this Act, is perfornmed by nore than 10 Depart nent
of Defense civilian enpl oyees unl ess:

(1) The conversion is based on the result of a public-
private conpetition that includes a nost efficient and cost
effective organi zati on plan devel oped by such activity or
function.

(2) The Conpetitive Sourcing Oficial determ nes that,
over all performance periods stated in the solicitation of
offers for performance of the activity or function, the cost of
performance of the activity or function by a contractor would be

C 4
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| ess costly to the Departnment of Defense by an anpbunt that
equal s or exceeds the | esser of 10% of the nost efficient

organi zation's personnel-related costs for performance of that
activity or function by Federal enployees or $10 million and the
contractor does not receive an advantage for a proposal that
woul d reduce costs for the Departnent of Defense by:

(a) Not maki ng an enpl oyer-sponsored health
i nsurance plan avail able to the workers who are to be enpl oyed
in the performance of that activity or function under the
contract.

(b) Ofering to such workers an enpl oyer-sponsored
heal th benefits plan that requires the enployer to contribute
| ess towards the prem um or subscription share than the anmount
that is paid by the Departnment of Defense for health benefits
for civilian enployees under chapter 89 of 5 U S.C

b. Exceptions

(1) The Departnent of Defense, without regard to
subsection (a) of this section or subsections (a), (b), or (c)
of section 2461 of 10 U . S.C., and notw t hstandi ng any
adm ni strative regulation, requirenent, or policy to the
contrary shall have full authority to enter into a contract for
t he performance of any commercial or industrial type function of
Depart nent of Defense that:

(a) I's included on the procurenent |ist established
pursuant to section 2 of the Javits-Wagner-O Day Act (41 U S.C.
47) .

(b) I's planned to be converted to performance by a
qualified nonprofit agency for the blind or by a qualified
nonprofit agency for other severely handi capped i ndividual s per
t hat Act.

(c) I's planned to be converted to performance by a
qualified firmunder at |east 51 percent ownership by an Indian
tribe, as defined in section 4(e) of the Indian Self-

Det erm nati on and Educati on Assistance Act (25 U S.C. 450b(e)),
or a Native Hawaiian Organi zation, as defined in section
8(a)(15) of the Small Business Act (15 U S.C. 637(a)(15)).
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(2) This section shall not apply to depot contracts or
contracts for depot naintenance as provided 10 U. S. C. 2469 and
2474,

c. Treatnent O Conversion - The conversion of any activity
or function of the Departnent of Defense under the authority
provided by this section shall be credited toward any
conpetitive or outsourcing goal, target, or mnmeasurenent that may
be established by statute, regulation, or policy and is deened
to be awarded under the authority of, and in conpliance with
subsection (h) of 10 U S.C. 2304, for the conpetition or
out sourcing of comrercial activities.

d. Section 8022. None of the funds appropriated by this
Act shall be available to performany cost conpetition pursuant
to the provisions of OMB Circular A-76 if the conpetition being
performed exceeds a period of 24 nonths after initiation of such
conpetition with respect to a single function activity or 30
months after initiation of such conpetition for a nmulti-function
activity.

4. Annual ly, the National Defense Authorization Act contains
provi sions that nmay affect sourcing of commercial activities in
t he Departnent of Defense. These are generally found within the
Title pertaining to Operations and Mii ntenance and further
within the subtitle pertaining to workplace and depot issues.

5. Public Law 96-107, section 802. Wiiver of applicability of
OMB Circular A-76 to contracting out of certain research and
devel opnment activities. This |aw provides that A 76 does not
apply to certain direct research and devel opnent functions, but
does apply to certain research and devel opnment support
functions.

6. 18 U . S.C. 1905. Disclosure of confidential infornmation
generally. This law makes it a crinme for a Federal enployee or
officer to disclose any manner of trade secret, such as
confidential business information, obtained in the course of
official duties, to any person except as authorized by |aw.

7. 5 U S C 3106. Enploynent of attorneys; restrictions; 28

U S.C. 514. Legal services on pending clains in departnents and
agenci es. Except as otherw se authorized by |aw, these |aws
prohi bit contracting for legal services and reserve to the
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Attorney General the authority to provide professional |egal
servi ces.

8. Public Law 103-62, Governnent Performance and Results Act of
1993. This | aw makes the specific functions of preparing
strategic plans, performance plans, and program performance
reports I nherently Governnental and requires performance by
Feder al enpl oyees.

9. Public Law 105-270, Federal Activity Inventory Reform Act.
This |l aw provides a statutory definition of Inherently
Governnmental functions and requires annual inventories of
commercial activities.

10. Title 31 U S. C. 3552(b) provides standing to “the official
responsi ble for submtting the Federal agency tender in a
public-private conpetition conducted under O fice of Managenent
and Budget Circular A 76 regarding an activity or function of a
Federal agency performed by nore than 65 full-tinme equival ent
enpl oyees of the Federal agency” to file a protest with the
Governnent Accountability Ofice. 1In addition, “At the request
of a mpjority of the enpl oyees of the Federal agency who are
engaged in the performance of the activity or function subject
to such public-private conpetition, the official shall file a
protest in connection with such public-private conpetition

unl ess the official determnes that there is no reasonabl e basis
for the protest.” An agency tender official shall provide
witten notification to Congress whenever the official nakes a
determ nation that there is no reasonable basis for a protest.
A person representing a majority of the enpl oyees of the Federal
agency who are engaged in the performance of the activity or
function subject to the public-private conpetition may intervene
in a protest if an interested party files one. This provision
is effective for conpetitions initiated 90 or nore days after
the effective date of the fiscal year National Defense

Aut hori zation Act (PL 108-375, QOctober 28, 2004).
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APPENDI X D
COVPETI TI VE SOURCI NG PUBLI C AFFAI RS GUI DANCE

1. GCeneral Information. Due to the Conpetitive Sourcing
Programi s potential effect on an activity's workforce and upon
the surrounding community, it is essential there be close
coordi nati on between affected installation commanders, activity
commanders, | ocal program nmanagers, and area chain of conmand
public affairs officers.

a. The Chief of Naval Operations (Nl) coordi nates and
directs overall policy regarding the Navy' s Conpetitive Sourcing
Program

b. The Chief of Naval Operations (Nl) notifies activities
of functions approved for conpetition. The notification
aut hori zes | ocal announcenent of the conpetition using the
statenents contained in the follow ng paragraphs, with
appropriate local information inserted.

2. Congressional Notifications. The Chief of Naval Operations
(N1) prepares the notification to Congress of conpetitive
actions as required.

a. Courtesy Congressional Notification. It is Navy policy
to provide Congress with a Courtesy Congressional Notification
of prelimnary planning actions. The Chief of Naval Operations
(N1) provides Congress with a list of all functions,
congressional districts, states and nunber of Full Tine
Equi val ents nom nated for potential conpetition

b. Intention to Analyze Functions. The Chief of Naval
Operations (N1) reviews all functions nom nated for conpetition.
If the functions are approved for conpetition, the Chief of
Naval QOperations (Nl1) prepares a |list, by location, of functions
to be analyzed for distribution to nenbers of Congress by the
Ofice of Legislative Affairs. The Chief of Naval Operations
(N1) also prepares letters to the Speaker of the House and the
Presi dent of the Senate advising them of the planned anal ysis.

c. Intention to Contract - Sealed Bids. The contract award
decision will be nade at the conclusion of the conpetition, a
process that includes bid opening, determ nation of the apparent
| ow bi dder, conpletion of any contests, and a pre-award survey,
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if required. |If a contract award is indicated, the Chief of
Naval QOperations (Nl) coordi nates Congressional notification of
the Navy's intention to award a contract. Upon notification,
the Chief of Naval Operations (N1) will authorize contract

awar d.

d. Intention to Contract - Negotiated Procurenments. |If,
after examning all proposals, there is an apparent successful
offeror, a tentative contract award i s made conti ngent upon the
out cone of the contest/protest process. |f contract award
persists after conpletion of the contest process, the Chief of
Naval Operations (N1) coordi nates Congressional notification of
the Navy's intention to authorize performance by contract. The
Chi ef of Naval Operations (N1) will advise the activity of the
Congressional notification and will authorize commencenent of
t he contract.

e. Decision for Agency performance. Congressional
notification is required when the conpetition determ nes the
agency will retain the function. This notification is
coordi nated through the Chief of Naval Operations (Nl).

3. Local Announcenents. Public announcenent will be made to
all affected parties, including tenants, |ocal activities, and
enpl oyee groups and uni ons upon a decision to conduct a
conpetition, award a contract, or continued agency perfornmance
of the functions. Wile each nessage nust be tailored to the
specific situation and | ocation, certain aspects of notification
are comon and may be di ssem nated by a common tenpl ate of
information. Exanple nedia statenents are at the end of this
appendi x.

4. Inquiries. The follow ng questions and answers may be used
to respond to questions generated by |local interest and

i nvol venment. Sone of the inquiries may cross chain of command
and | ocal activity lines of responsibility, requiring
conpilation of information froma variety of affected
installations or tenant commands. Communi cati on between area
public affairs officers is essential to ensuring a snooth fl ow
of information and presenting a coordinated response to
legitimte [ ocal concerns.
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QL: WII contracting have any influence on our military
readi ness since civilian contractors instead of mlitary
personnel may perform these functions?

Al: These functions have been reviewed and it has been
determ ned that contract performance will not affect readiness.

@: Wat other installations could be subject to contracting?

A2: Mbst Navy installations in the United States, its
territories and possessions, and the Commonwealth of Puerto Rico
have functions that could be included in the comerci al
activities program

@B: WIIl contractors offer enploynent for civilians displaced
as a result of conversion?

A3: Contractors will give Federal enployees displaced as a
result of a conversion their “Right of First Refusal” for
enpl oyment opportunities in positions for which they are
qual i fi ed.

. Wiat do these conpetitions involve?

Ad4: Conpetitions involve the identification of the cost of
agency performance and the solicitation of bids/offers fromthe
private sector for identified functions. A Performance Wrk

St at ement, specifying the organi zation’s requirenents, is

devel oped for inclusion in the solicitation. The Perfornance
Wrk Statement fornms the basis of the Agency’s Tender and nost
ef ficient organi zati on devel oped to conpete agai nst the private
sector and public reinbursable offers. The nost efficient
organi zation is used to determ ne costs for the Agency’s

estimate used in the conpetition. |If the conpetition reveals
the cost of contractual performance is |less than the cost of
Agency performance the function will be contracted.

Q@: Wien will the conpetitions start?

A5: Conpetitions for functions will begin after public
announcenent .

Q@: Wio will conduct the conpetitions?
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A6: Conpetitions will be conducted primarily by Navy personnel
at each installation. Expert consultants may be used to assi st
with the conpetition

Q7: WIIl an environnmental inpact analysis be conducted before
conversi on?

A7:  The Navy will conply with all current regul ations
concerni ng environnental inpact requirenents.

@B: WII enployees and unions at various activities be notified
of the conpetitions?

A8:  Yes.
@: Is there a specific cost savings goal for this project?

A9: No. There are no preconcei ved goals established since each
action must be handl ed on an individual basis.

5. Oher Media Inquires. Refer inquiries beyond the scope of
this guidance to the Chief of Information, Navy Departnent News
desk. Refer Navy Public Affairs policy questions to the Chief
of Information, Navy Departnent Plans, Policy, and Conmunity
Rel ations O fice. Refer questions regarding Conpetitive
Sourcing Programpolicy to the Chief of Naval Operations (N1).

a. Exanple text body for nedia advisory before the start of
Prelim nary Pl anni ng:

Cty and State - The Navy has begun the Prelimnary Pl anni ng
process, in accordance with the Ofice of Managenent and Budget
(OMB) Circular A 76, to determne the feasibility of conducting
a public-private conpetition for various support functions at
[identify activities] at [identify naval installations]. This
initiative is under the cognizance of [identify Budget
Submtting Ofice]. Currently, there are approximately [provide
nunbers] mlitary and civilian personnel involved in the
Prelimnary Planning. A public announcenent of any conpetitions
deened appropriate will be made after the conpletion of the
Prelim nary Pl anning process.
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b. Exanple text body for nedia advisory for announcenent of
conpetition:

Cty and State - The Navy announced its initiation of
conpetitions to determine the feasibility and econony of
converting various support functions to contractor performance
at local area [identify activities] at [identify naval
installations]. The conpetition is under the cognizance of
identify claimancy. Currently, there are approxinmately [provide
nunbers] mlitary and civilian positions affected by the
conpetition. Decisions to convert functions to contract will be
made only if the conpetitions indicate that significant savings
of tax dollars can be achieved. |If such decisions are nade,
Congress and the public will be notified of the results of the
conpetition. Any enployees adversely affected will receive

assi stance from Federal placenment prograns including relocation,
in obtaining transfer rights to other positions in the
Departnment of Defense or to other Federal agencies, at

gover nnent expense, if necessary.

c. Exanple text body for announcenent of conpetition to
enpl oyees and uni ons:

This letter is to advise you that a conpetition of the [nane]
function wll be conducted to determne if it is nore cost
effective for the Navy to continue to performthe function or to
convert it to contract. The function is being considered as
part of a Navy-w de review of conmercial activities being
undertaken per direction of Ofice and Managenent and Budget
(OWB) Circular A 76, Performance of Conmercial Activities.

The Circular requires periodic review of each comrerci al
activity to determne if continued performance by Governnent
personnel is economical. Both the Governnment and contract cost
figures used in the conpetition are based on the sanme scope of
work and the sane performance standard to assure a fair

conpari son and continued high | evel of performance. |If the
costs of contracting are |lower than the costs of continued
Gover nnent performance, the function is converted to contract.

Teans will be forned to coordinate the conpetition. A
Performance Wrk Statenent team |ed by [state nane, comand
code, tel ephone nunber], will develop the Performance Wrk
Statenment, outlining the work results required. Fromthe
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Performance Wrk Statenment, the Agency’s Tender and nost
efficient organization for the performance of the functions wll
be determ ned. A nost efficient organization team |ed by

[ state nane, command code, tel ephone nunber], wll develop the
nost efficient organization, and the cost of the nost efficient
organi zation will be conputed to estimate the costs of continued
performance by CGovernnent personnel. To avoid any appearance of
conflict of interest, menbers of the Performance Wrk Statenent
teamw ||l not be nenbers of the nost efficient organization
team Your suggestions on the preparation of the Performance
Work Statenent and nost efficient organi zation are solicited,
consistent with firewall restrictions.

In an effort to mnimze the personnel hardships on the event of
conversion, every effort will be nade to assist the affected
enpl oyees in obtaining Federal or other enploynent. Affected
enpl oyees will be eligible for placenent under the Departnment of
Defense Priority Placenent Program In addition, in the event
of a decision to convert to contract, the contract will include
a provision, consistent with Government post-enploynment conflict
of interest standards, that the contractor will give affected
enpl oyees their right of first refusal for enpl oynent openings
on the contract in positions for which they are qualified.

d. Exanple text body for announcenent of conversion to
contractor operation:

The Navy announced today its decision to convert various support
functions [or list function(s)] at [activity(ies)] in the
[location(s)] under the cognizance of [command or activity] to
contractor performance. A contract was awarded to [nanme of
contractor]. There were [nunber] mlitary personnel and

[ nunber] Navy civilian personnel performng the functions before
the decision to convert to contract. The decision to convert
the functions to contract was nmade after a detail ed conpetition
i ndi cated that significant savings of tax dollars could be

achi eved. Congress and the public have been notified according
to normal procedures. The civilian enployees affected are

recei ving assi stance from Federal placenent programs in

obtai ning transfer or reassignnent to other positions in the
Departnment of Defense or to other Federal agencies. GCvilian
enpl oyees affected al so have the right of first refusal for

enpl oynment openi ngs on the contract in positions for which they
are qualified.
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e. Exanple text body for announcenent of continued Agency
per f or mance:

The Navy announced today that it will continue various support
functions [or list functions] at [activity(ies)] in the
[location(s)] under the cognizance of [command or activity].
Currently there are [nunber] mlitary personnel and [ nunber]
Navy civilian personnel performng the functions. Because of
efficiencies identified in this conpetition, the Navy expects
that [nunber] of these positions will be elimnated. The
civilian enpl oyees affected by this decision are receiving

assi stance from Federal placenent prograns in obtaining transfer
or reassignment to other positions in the Departnment of Defense
or to other Federal agencies. The decision to retain the
performance of the functions in the governnent was nmade after a
detail ed conpetition indicated it was nore cost effective to
continue to performthe functions by Governnental personnel than
by contract.
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APPENDI X E
ETH CS | SSUES RELATED TO PARTI Cl PATION | N OVB Cl RCULAR A-76
COVPETI TI ON AND EXERCI SE OF RI GHT OF FI RST REFUSAL OF EMPLOYMENT

1. It is policy of the Departnent of the Navy to seek, where
possible, to mnimze the potential restrictions on the post -
Gover nment enpl oynent of enpl oyees whose positions may be
affected by a conpetitive sourcing initiative. As a genera
matter, enpl oyees are not restricted from post- Gover nnent

enpl oynment opportunities if they are sinply involved in
providing information, such as workload data, to A-76
Performance Wrk Statenent and nanagenent teans or contract
source selection or technical evaluation teanms. Participating
actively as a managenent plan or Performance Wrk Statenent team
menber will not nornmally restrict a Governnment enpl oyee from
accepti ng post - Governnment enploynent. Such participation;
however, may limt the nature of the activities in which forner
enpl oyees may engage on behalf of their new enpl oyer (i.e.,
representing that new enpl oyer before the Government on that
same contract). The nere provision in a solicitation of a right
of first refusal for vacancies for affected Governnent enpl oyees
does not create a disqualifying interest for any enpl oyee.

2. Enpl oyees participating personally and substantially in the
A-76 process will be required to disqualify thenselves from
further participation in the event that they are negotiating or
seeki ng enpl oynent with a conpany conpeting on the source
selection. The Procurenment Integrity Act inposes specific
reporting and disqualification requirenments on enpl oyees who
contact or are contacted by conpeting contractors regardi ng
potential future enploynent. Also, serving in certain positions
or maki ng specified decisions with respect to a procurenent
exceeding $10 nmillion may prohibit a former enployee from
accepting conpensation fromthe contractor for 1 year.

3. Enpl oyees shoul d be advised of the basic ethics | aws and
regul ations early in the conpetition process. Except for
[imted individuals under the Procurenment Integrity Act,
Governnent ethics rules will not generally preclude an enpl oyee
from accepting post- Governnment enploynent with a contractor
shoul d the function under conpetition be converted to contract
performance. Certain factual circunstances nmay result in the

i nposition of a restriction or prohibition. Therefore,

enpl oyees shoul d be advised to seek specific guidance from an
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et hics counselor early in the process, particularly should they
seek enploynent with or be contacted by a contractor expressing
interest in the function under conpetition.

4. Enpl oyees shoul d be advised of the conflict of interest
restrictions in:

a. 18 U.S.C. 207 and 208 (these are crimnal provisions).
b. 41 U S. C 423 — Procurenent Integrity

c. 5 CFR 2635. These provisions, in certain circunstances,
may affect an enployee’s or forner enployee's ability to:

(1) Seek and negotiate for post-governnent enploynent.
(2) Work for a particular conpany.

(3) Represent the conmpany before the Governnment on
certain matters.

5. Navy ethics counselors have access to briefing materials on
A-76 conpetition-related ethics issues and should be consulted
i f any questions arise.



